FOSTER CARE COMPENSATION 
BACKGROUND TO THE RATES REPORT 
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INTRODUCTION 


The following report is designed to review the Ministry's 
philosophy and to provide the underlying rationale that forms 
the basis for campensating foster parents for camnmon costs 
associated with foster child care. 


Specifically, this report reviews: 


- the process followed in preparing the report 


the principles developed that guided the compensation study 


- the study process itself, conclusions and recanmendations 


the issue of when canpensation should begin and end 


the administration of a compensation systen. 


ine repory “does ~not’ cover: dollars attached to the rate 
structure; the administration of rates by service providers; 
the compensation levels; or the areas of the report that will 
be mandated by the Ministry. This information will be the 
subject of the next report. 


The paper is intended to establish the philosophical basis for 
the payment of child care costs incurred by foster parents. 
The paper does not cover the rationale for the development of 
group care rates. Group care rates not only include payment 
for the expense of the child in care but also payment to the 
care giver. 
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THE PROBLEMS 


The Children's Services Division, Ministry of Canmunity and 
Social Services released for discussion a paper on foster care 
in ©1979. In the paper, it was noted that there were 40 
different basic rate structures in the 51 children's aid 
societies. Further, reportedly there was no _ rationale 
underlying the existing rates systems, although a number of 
attempts to review the systen have been made over the past 
decade by the societies themselves. Other groups using foster 
care, e.g. Probation and Aftercare, Mental Retardation, or 
Children's Mental Health Centres, also have their own systems 
of compensating foster parents. 


The foster care compensation systems were complicated further 
by "supplementary" or "special rates". An additional amount 
was added on to the basic compensation structure, for foster 
children that are handicapped or present difficult managment 
problens. Not every society used a set criteria to determine 
when a "supplementary" or "special rate" should be paid. In 
short, the foster care compensation system was a "hodge podge" 
of different compensation systems and rates. 


This situation has persisted; the problems created by this 
chaotic system are essentially threefold: 


First, some of the lowest rate structures do 
not compensate foster parents for out-of-pocket 
expenses associated directly with child care. 
This apparently forces some foster parents to 
quit fostering because they cannot afford the 
additional expense. 


Second, differential rate levels particularly for 
adolescents and  difficult-—to-manage children 
create inter-agency competition for the same 
foster parents. The most frequently cited area 
of competition is between probation and aftercare 
and local children's aid societies where foster 
parents care for similar children in similar 
locales, but are compensated at different levels. 


Third, foster care rates are frequently taken 
as a measure of the agencies' regard of fostering 
by foster parents. Foster parents feel they are 
not respected by a society or an agency when 
inequities occur in the system. 


Digitized by the Internet Archive 
in 2022 with funding from 
University of Toronto 


https://archive.org/details/31/61115465734 


THE OOMMITTEE ORGANIZATION 


In the fall of 1979, a cammittee on foster care rates was 
established as one of three working groups to develop a series 
of initiatives aimed at enhancing foster care. The foster care 
rates committee consisted of representatives fram: 


- Children's Aid Societies 

- Foster Parents Association 

- Children's Services Division field operations 

- Probation and Aftercare 

- (Children's Services Division Operational Support 


It was recognized during the planning phase of the initiatives 
process that the development, co-ordination and implementation 
of the foster care initiatives should involve representatives 
from groups directly affected by the initiatives. This 
representation was achieved by organizing a Steering Committee 
that oversaw the working cammittees and reviewed all phases of 
the initiatives process. Representation on that cammittee 
consisted of members from: 


- Probation and Aftercare 

- (Children's Aid Societies 

- Mental Retardation 

- Children's Services Division Policy 

- Children's Services Division Standards 

- Children's Services Division field operations 

- Children's Services Division operational support 
- Foster Parents Association of Ontario 

- Municipal associations 


The objectives of the rates sub-committee were: 


1. To develop a rationale or philosophical framework for 
payment to foster parents. 


2. To set out a schedule of rates that reflects that 
rationale. 


3. To calculate the financial impact to the Province of the 
proposed campensation scheme. 


4. To develop a process for changing existing canpensation 
systems within the Province over to the proposed system. 


The rates sub-committee was able to draw on specialists to 


assist then. The rates report itself was coampleted by 
consultants from Market Perspectives Ltd. while background data 
was developed by research staff. Minutes of the rates 


sub-committee were filed with members of the Steering 
Committee. At selected meetings of the Steering Committee 
progress reports were brought forward for members' reaction and 
approval before proceeding. 
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THE COMMITTEE PROCESS 


The sub-committee had to break down the task of developing a 
compensation systen into a series of steps. Briefly stated, it 
approached the problem in the following way: 


~ The sub-committee decided to review expenditures for foster 
children that were cammon to all foster parents. This 
included costs for "regular" foster care where campensation 
is generally for direct costs, but also would include that 
portion of costs for more specialized care that represented 
the cammon cost elements involved in general child care. 


- The sub-committee decided against a lengthy comparison of 
existing structures and opted instead to develop its own 
categorization drawing on background materials and personal 
experience. 


= All major cost items that the sub-committee felt should be 
considered as part of a foster parent compensation scheme 
were listed. 


~ The sub-committee reviewed the items as they were developed 
and noted whether the members felt they were cammon to all 
foster care or were costs that were part of specialized 
foster care. This list was approved by the Steering 
Committee. 


- A review of variables that appeared to affect cost items 
was completed by the sub-—cammittee. This listing was 
subsequently reduced to only significant variables and 
approved by the Steering Committee. 


- The sub-canmittee reviewed its list of items and attempted 
to summarized some general principles that formed the 
rationale for canmon cost elements in foster care 
compensation system. This rationale and the list were 
reviewed and edited by the Steering Committee. 


- The sub-canmittee reviewed several cost-of-living indices 
and recommended one that could be used to note periodic 
cost changes. 


4 ie r 


o a 
> vy 4 


fa 
ord 


Win 


- | 
pte 


— 7 


° 7 it Of. bt dhe 
ae ve t i p 


no gif Woloveb of besiont Eatad bye eruitiihte 
thor ' bas afeliad an ee Pe) nw mT) 


wd biwcele’ ¢ist ‘sedeonno-ctue ead sincd ghia tat fees - iD 
recht annem cna le leaialiet ci r | i" 


a> 

Cobagilaveb oxow. You en sth sits aatatiiers ads neces ae i "ig 

[ig of romps otow yedt fst -eredmem “sriy baggy het Gre or 

batiielooya lo Jnuey ere’ teit 2teco erow a wiip sayed= y 

gritoase Ss ialaiall tiehe cadtleced ‘sane edt rise ae + Oe 

paaet +: Iaod dete oy hernasgga! ar, pata uy ty’ wolven A = mI 

anv yittall am? , .settinmo-due sd? YW bas exlagrex aa | i 

bos malde bray tnsott inte vino “ad heoubert \a ipa ' 

: Sl wibteade at) yd bevevene aan a 

haan tie ameri to tatt ett ‘teakties dard inmopen ext? = a 

Sis; beerol Jali ssilqtoniny Latensy sme basi’ oF rk . 

eigo' ustect «di ataemte deco” homme del ehembitay  —): | 
eiow jail oi? hee olenoitet winft ~~ seta | eltimemoen | 

eottimnc® watiset? ef? yd’ fed Lie sha tyes bya? \: an 

geothnt guivil~tosads Lerevea ‘bewervwi icie setae ot ':~ ‘lie 

atboMeg “stor oF beey oi bind Jat) coo bebisentingy, Bas oe 

“PEMD pee vv 

va ' 

nl 

’ 

f f - 

ine 


The sub-cammittee then forwarded this approved list of 
items, variables and cost of living indices to the 
consulting firm to evaluate and cost. The consulting 
firm's subsequent report was reviewed by the sub-committee 
and edited several times. 


The sub-cammittee looked at when payments should start, how 
long they should be continued and when they should be 
adjusted. 


The consultants report and the sub-committee minutes 
indicating when rates should be paid were tabled and 
approved by the Steering Committee. 


This particular report encompasses all of these steps and has been 
reviewed and approved by Ministry management and policy groups. The 
Steering Comittee is currently reviewing a set of guidelines 
developed by the sub-cammittee to apply to children caning into care 
that will separate "regular" fran "specialized" care costs for the 
exceptional child. However, it is worth summarizing the principles 
the sub-committee determined for regular foster care. 


ihe 


Foster parents should be compensated for all out-of-pocket 
expenses. 


Shelter costs -— although not entirely direct costs — should 
be recognized in the payment schene. 


Foster care conpensation costs should consist of items that 
can be sub-divided into basic rate items and basic cost 
(expensible) items. 


The rates systen should be tied to data that reflects 
cost-of-living changes and reviewed regularly. 


The rates system should be built around the ease and 
convenience of foster parents, and not the needs of the 
accounting system. 
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STUDY APPROACH 


The study process followed in developing the rates structure is 
illustrated in Exhibit 1 and described briefly below. 


The first component of the study, the definition of the cost 
elements to be considered, was the responsibility of the rates 
subcommittee. The sub-canmittee agreed to a long list of 
sixteen foster care cost elements. This original list of cost 
elements included: food, personal hygiene, clothing, health, 
religion, use of money, personal belongings, discipline, 
recreation, education, transportation (travel and holidays), 
maintenance or natural family relationships, insurance, 
shelter, parental relief, and honoraria (a flat rate for 
service). Subsequent discussions resulted in "discipline" and 
the "honoraria" being deleted fram the list leaving fourteen 
cost elements for consideration. 


As part of the exercise described above, the sub-canmittee also 
considered a number of "variables" which could be expected to 
influence foster care costs and the definition of "rates". 
These included: age, sex, geographic location, socio—econanic 
status, dwelling unit type, location type (rural/urban), 
cultural factors, groaming, type of hame, and length of stay 
etc. Of this long list, age, sex, geographic location, 
dwelling unit type and cultural factors were identified as 
being worthy of further investigation. 


It was agreed that a consulting firm, (Market Perspectives 
Ltd.) would identify and review cost data pertaining to as many 
of the fourteen cost elementS as_ possible and make 
recommendations with respect to: 1) the best way to estimate 
the costs associated with each element; 2) the best way to 
update rates given cost increases; 3) the demographic and local 
descriptive variables which should be considered in defining 
agency rates; 4) the split between those elements covered in 
the rates and those which should be treated as reimbursable 
expenses. 


The long list of cost elements was reviewed in the light of 
assumptions about foster care compensation, ideas from 
literature, and available data pertaining to the costs of 
raising children. 


The review of the list was primarily concerned with the extent 
to which (and how) the real costs of raising a specific child 
can be estimated in advance for incorporation into a regular 
foster care rate considering such variables as age, sex, 
geographic location, dwelling unit type and cultural factors. 


Given the results’ of this review, and considering 
administrative issues and foster parent concerns, conclusions 
and recammendations were developed, as indicated in the section 
of this report entitled "Conclusions & Recommendations" (also 
see Exhibit I, item 8). 
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At this point the consultant addressed: 1) the development of a 
Short list of cost(able) categories considering available data; 
2) the definition of appropriate demographic categories for 
rates definition; 3) the identification of those variables 
which demonstrably influence costs and can be considered in the 
base rate; 4) the development of a recammended approach to 
compensation for each cost category and estimated rates and 
total costs for each element; 5) the selection of an 
appropriate basis for keeping rates and total campensation in 
line with the cost of living. 


In assessing campensation options for the various. cost 
elements, a number of factors were kept in mind, including: 
1) the likely response of foster parents to different 
canpensation schemes (given their apparent concerns with 
respect to the administration of present campensation); 
2) variations in the real costs of specific cost elements for 
individual children (in specific age/sex groups); 

3) the administrative costs of different compensation schemes; 
4) trade-offs between the need for precision (to reflect true 
costs) and the need to have an understandable campensation 
systen. 


BACKGROUND AND ASSUMPTIONS (Exhibit 1, item 2) 


In considering alternatives to present compensation practices, 
a number of "givens" noted above were reviewed which define the 
philosophical basis for regular foster care compensation. To 
repeat, such compensation is to reimburse foster parents for 
actual out-of-pocket expenses (but not for their time or 
expertise). The level of compensation should allow the foster 
child to be treated as a member of the family (to enjoy the 
same "level of living" as other children in the family). While 
fostering should not result in a net increase to the family's 
income it must not lead to a decline in the foster family's 
"level of living". There is some indication that this is 
occurring at the present time. 


In developing "cost" data it was assumed that the average 
foster family's "level of living" is middle income (3rd income 
quintile). Given that the average foster family appears to be 
below average in income (2nd income quintile) this assumption 
may result in a small financial incentive to sam foster 
parents. Also, in assessing the incremental costs associated 
with fostering, it was assumed that he/she is the only child in 
the home. As this is not normally the case and the first child 
usually costs more than the second and third, this may also 
overstate the average costs somewhat. However, it must be 
remembered that the costs associated with raising foster 
children are likely to be higher than those for natural 
children, if only because the duration of placement is often 
short and start-up costs (especially for clothing) can be 
substantial. Therefore, the Steering Committee and rates 
sub-committee agreed that these necessary simplifying 
assumptions are both reasonable and appropriate. 
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THE DATA (Exhibit 1, item 4) 


Four major types of data were considered during the study: 
empirical data on the consumption of specific cammodities and 
services by families and individuals (e.g. Urban Family 
Expenditures (in Canada) in 1974 and 1976); empirical data on 
the cost of various commodities in Ontario cammunities (e.g. 
Ontario Food Price Monitoring Program reports); estimated 
budgetary standards setting out the amount and/or cost of 
specific goods and services required to support. both 
individuals and households at a specific standard (the Social 
Planning Council of Metropolitan Toronto's "Guides to Family 
Budgeting, 1978" and the Visiting Homemakers Association's 
"Average Costs for Food for Meals At Home In Toronto" which is 
updated semi-annually)t; and data on the current practices of 
children's aid societies in Ontario and elsewhere with respect 
to regular foster care rates and allowances. 


The "Guides to Family Budgeting" and "Average Costs For Food 
For Meals At Home" proved to be the best available "costs" data 
for purposes of this report in that they relate to individual 
children of different ages rather than to aggregate consumption 
units (families or households). Discussions with the authors 
of these sources revealed that they both apply to the second 
quintile group (below average income) and would therefore have 
to be adjusted upward to the third income quintile to satisfy 
the assumption listed above. 


REVIEW OF OOST ELEMENTS AND RELATED ISSUES 


A lengthy and detailed review was completed. Each element, as 
defined by the rates sub-committee, was discussed in terms of 
definition, related policy or analysis issues, available 
(useful) cost and cost escalation data, and general conclusions 
and comments. Major conclusions with respect to each of the 
original fourteen cost elements defined by tthe rates 
subcommittee are summarized below. 


Food 


Under the heading "Food" the sub-committee considered the costs 
associated with average food requirenents3 appropriate to a 
given age group. Major issues considered in relation to food 
costs include: regional cost differences; rural-urban cost 
differences; and the definition of appropriate age breakdowns 
in the light of empirical information. 


1 The "Guides" incorporate the Visiting Homemakers 
Association's "Average Food Costs". 


2 The bibliography presents a more complete list of reference 
and source material. 


3 Three meals per day and snacks at home but not considering 
any special dietary requirements (except for baby food and 
formula). 
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As indicated above, the Visiting Homemakers Association's 
"Average Costs" proved to be the most useful single source of 
information on food costs because they relate to individuals of 
different ages and are based on a combination of expert opinion 
and empirical data (a survey of families receiving assistance 
fran the Association). This source relates to Toronto but can 
be adjusted to reflect the regional cost difference identified 


by the Ontario Food Monitoring Programme. 


It was pointed out that the Visiting Homemakers Association's 
data, which is updated semi-annually, pertains only to food at 
home, ignoring the costs of that increasing proportion of food 
which is consumed in restaurants (most notably in fast food 
establishments). After this phenomenon was investigated, it 
was concluded that the costs associated with one or two visits 
to a fast food outlet per week will not significantly influence 
the costs for food at home or total food costs and can 
therefore be safely ignored. 


Personal Hygiene 


As set out by the rates sub-committee, "personal hygiene" is 
meant to include such personal care items as toiletry articles, 
combs and bedding. This category might also include diapers 
for babies. Two major issues were considered in relation to 
personal hygiene. These included the actual definition of the 
category (given that Statistics Canada and the Social Planning 
Council differentiate between "personal care"! items which 
relate more to individuals (canbs and toiletry articles) and 
"household operation"2 (related items which tend to be shared), 
and the regional cost differences for such items. Also, a 
policy issue was raised with respect to campensation for the 
substantial costs associated with using disposable diapers. 


The Social Planning Council's "Guides for Family Budgeting" 
appears to provide the only reasonable basis for estimating 
"personal care" costs by age (and sex) and limited data is 
available through the Ontario Ministry of Consumer and 
Corporate Relations which pertains to regional differences in 
the costs of such items. 


1 For our purposes "personal care" includes costs for haircuts, 
hairbrush and comb, razor and razor blades, sanitary napkins, 
hair tint, lipsticks, etc. 


2 "Household operation" related costs include bedding, towels, 
face clothes (part of "Furnishings and Equipment": according 
to Statistics Canada), facial tissues, soap and shampoo, 
items which are normally used by more than one member of the 
household. 


7% 2, 404 
; ty ao: ee 
lef >.’ 
Per pear 


SHRcapueUh ara 


| a Si gy yroin coralet oo . 
ans pees tiare! seleeaae) am in 


tak Sy Ng 7 eee a oie 
1 ‘ ae - 
: a ie 


‘boot teat vt snag eon) FR sone Nc ty a 
th ~botegiteomt ‘Raw sonomonada abet. deta: 
athaty owt 10 ono ddiw hetsioawen steos ond: | 
eopeidtal yitasotiiapia don Lib see "eng Te 
fre tts atens hook Tatar % sod ae boot 


«hertengs Usitee E- | 


i 


BL “energy ” \Ladoetien” Sot hnimmo-cdh ue metas Saige, wt Sens ton ry 
(eeflorsr1s YwoeLliod ao apxt? Gis Latemeting iis Sbulok oy ‘toben 
. ereyeib ebuloni ocala Jigia ywoyahe: eidl .uthbed hes adap - ‘i 

Ot solfatoy al Berebitenc. stew comme) item owt  eabdad tot >” 
ont 26 foltintieh Leitos erly Cabell amet!  enebyied Tasoentacy: / 
| @analt fatood vst bas shone) aoirediage dads hevia) yniogetin s 
) usokste > ena t Ui eTso Jenosied"  eosiied mtabtysret Ri Akon 1°” ; 
baa (eelotins vitellot bar adm} afabivibsd of sah otelfes. oe 

«(Dead ed ct boed motaw. eietbh Gatallers) So enextey Shoesaodt fb 5 

fh beth ~ vetiedt ‘roe 40%’ aeons? bs Tae Toned edt bob 

ait for sollsaneg. oF Ineqee atthe beetay aw alest vollag te 
sIegsth sidssogelt ae ah iy RIAL oogae ween Latteatectus oe 


"ar ttegbud yitmtt sot eohtub! Thominid yolanett hate onT — 


giitintioo wt sland ‘aldanseeen yloo.. suit abivowy; of aimeqge © | | 
ef asteb’ bsdtimit bra te DHE). oe YG Btaow “eras  Lanoered" : i, 

bie weamenc to Ari afta wis. rnd aldelieva a. 
Gf SeonemI7ih Larios toot OF BttLb Prag Hokie wnottalan aiMogn) «. » 


emery dated ingth arts 


ae 
; | | 7 7 a 
— SINE UR an teeth ot I fm te men meet hg cae ‘meena tte tie ae : i a9 
ta d\ 
atu iLad wit avans bitte? "ein Enetoefrag" asaonpucy swe tot © ay. 
ahingna yratinse .eeheld tower: SHR Somes dine boa detrs.bad | 


\etiha alot tes 1. ytatt ram oa 


-alewios rv atian ebufonh ateos heehee’ "ac tSs30go lode” . ears va 
ni lironse “Ineamlups bis egrittehent” Qo. died) ta) ealiols oad id= a) 
“ocinie DAG qeon caveat? Lalosh (shag) poctek 
eis ws sacha ana matt orto yd ~~ eee, eee 


af 
i : 1 
i Le 
: é ce 0 en 
4 5) : ty 
am ' ot 
‘onl , 7 ml a) 
ee . f a a 
a | dt 


erty 


Clothing 


Clothing costs include those associated with the initial 
provision of a wardrobe and the maintenance of this wardrobe. 
Related issues which were considered included cost variations 
across the province, the impact of any climatic or style 
factors on average clothing costs for children, and the 
administration of reimbursement for clothing. 


The review Suggested that the Social Planning Council's "Guides 
to Family Budgeting" provides the only reasonable basis for 
setting age-specific clothing rates and defining both a basic 
wardrobe, and appropriate maintenance (replacement) cost 
estimates. It is evident that a substantial proportion of 
clothing costs for children in care would relate to the 
establishment of a basic wardrobe and therefore a major portion 
of clothing costs will have to be "expensed" by definition. 


Available data suggest that clothing costs are higher in the 
North by about ten percent. 


Health 


Health costs include the provision of medical check-ups and the 
costs of both prescription and non-prescription medicines. 
Included under health costs are those costs associated with 
transporting children to and fran doctor's offices or 
hospitals. Issues considered in relation to health costs 
included the handling of major expenses such as orthodontal 
work, a policy issue, and the definition of which health costs 
could be built into the basic rate and which costs would have 
to be expensed. 


While a variety of information was uncovered pertaining to 
average health costs, and average yearly travel associated with 
medical and dental visits, it became evident that because of 
the great variation in the incidence of major health 
expenditures, only "medicine chest" items and perhaps mileage 
could be realistically included within basic foster care rates. 


During our discussions it was pointed out that increasingly 
doctors are opting out of OHIP, raising another important 
issue. Given that foster children may have the right to choose 
their own doctor, how are the additional costs to be handled by 
the systen? Unfortunately, this issue could not be resolved. 


Religion 


"Religion costs" include money for church offerings. The major 
issue raised with respect to this cost item was whether or not 
it should be considered separately at all, given that neither 
relevant data nor any logical basis for estimating these costs 
was discovered. 
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Use of Money 


This cost element includes: spending allowance and the 
provision for gifts to the child, or fram the child. The major 
issue related to the use of money is the definition of what the 
spending allowance is meant to cover. 


An additional issue related to the philosophical position that 
foster children should be treated as other "members of the 
family" with respect to both gift-giving and spending 
allowance. This position has definite implications for the 
administration of this category of expenditures. 


Available data pertaining to the use of money suggests that 
present practices and definitions (age groups) vary greatly 
over the province, with some agencies having a flat rate for 
relatively few age ranges and other agencies having the 
spending allowance set by the foster parent and child. It is 
interesting to note that for the 13+ age categories in 1978, 
the level of allowance in the province varied from ten to 
twenty dollars per month, almost exactly the same range which 
was evident in the Guelph and Wellington County Children's Aid 
Society, where rates were set by agreement between the foster 
child, foster parents and social worker. 


Personal Belongings 


Under personal belongings were considered the _ storage, 
operation, and/or maintenance of the personal belongings of 
foster children, including such things as a suitcase, batteries 
for toys and radios, and repairs to radios or tape recorders. 


While no useful information was found with respect to the cost 
for such items, it was evident that the provision of storage 
for personal belongings (for example, a suitcase) is a one-time 
iten which should be handled as an expense when the need 
arises. Other costs can be built into the foster care rate, 
except in exceptional circumstances. 


Recreation 


Recreation costs include those associated With the 
transportation of children (by car) to games, shows or cultural 
events, the costs of sporting equipment, and the fees and 
expenses associated with sport and _ recreation. Issues 
associated with recreation costs included auto operating costs, 
and the incidence and annual mileage associated with 
recreational travel for children. While a number of data 
sources were uncovered related to these items, it is important 
to note that each of these expenses will vary greatly depending 
upon the specific child one is considering. 
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Insurance 


Under "insurance" the costs of liability insurance (for foster 
children, parents and agencies) and the costs of auto, home and 
contents insurance (for foster parents) were to be considered. 
However, the definition of said "costs" requires background 
information on the legal status of foster children and parents 
(in relevant situations) and the resolution of policy issues 
(e.g. what should be covered and how?) Information presented 
to the sub-committee indicated that: 1) insurance companies are 
not interested in providing individual coverage for liability 
and damage caused by foster children; 2) such coverage would be 
expensive; 3) the administration of such insurance would be 
difficult and costly due to the high turnover in foster homes. 
One possible policy option which emerged was that the Province 
provide self-insurance, as is currently done with Provincial 
Wards. 


Given the above, insurance has not been considered as a 
distinct cost element in this particular study and is being 
reviewed by the Ministry separately. 


Shelter Costs 


The rates sub-committee was interested in the implications of 
“opportunity cost" versus "marginal cost" as a basis for the 
establishment of shelter allowances for foster care. What are 
the practical and conceptual implications of these two 
approaches and how might each be operationalized? 


As noted above, it is assumed that foster parents will be 
compensated for the actual costs of raising a foster child. 
However, a high proportion of present agency rates include a 
specific allowance for shelter, and it has been argued that 
foster parents suffer an opportunity loss in taking in a foster 
child (assuming that they could rent out the bedroom which is 
occupied by the foster child). 


Given the assumptions used in placement, the only marginal 
shelter costs associated with fostering relates to increased 
"wear and tear" and associated operation, cleaning and 
maintenance costs. It is possible to identify the marginal 
costs of "household operation" which logically relate to the 
addition of a child to a household, and to estimate an 
appropriate monthly rate to cover these costs (i.e. $30 per 
month in November, 1979)1, This would campensate foster 
parents for household cleaning supplies and related items which 
they normally purchase with family groceries and are not now 
compensated for. However, this still ignores the other 
household operation and maintenance costs associated with 
fostering (which are discussed in general terms in the 
literature). 


1 Based on special tabulation of Urban Family Expenditures 
Data, 1974. 
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Two approaches were considered in estimating the "opportunity 
shelter costs" of fostering. These are: 1) a roam rental 
approach which attempts to establish the market value of a room 
within a house in a specific agency's jurisdiction, and 2) an 
approach which attempts to estimate the average value of the 
space which is occupied by a foster child, considering house 
value and the size of the average bedroom in relation to 
average house size. 


The roan rental approach would tend to favour university towns 
at the expense of both Toronto and small towns or rural areas. 
This would appear to be inequitable. 


The alternative approach is equally arbitrary but would be 
sensitive to average housing costs in individual 
municipalities. A possible method of implementing this would 
be to estimate the "average monthly value" of the space 
occupied by the foster child given current average resale 
values in each jurisdiction and current mortgage interest 
costs. 


While "opportunity cost" based shelter allowances are at 
variance with the philosophy of compensation presented in 
this report, they will compensate foster parents for the costs 
of providing bedding, furniture, a normal amount of washing, 
and utilities etc. The inclusion of shelter costs recognizes 
the "wear and tear" on the home and personal belonging of the 
foster parents and compensates foster parents for’ the 
incidental breakage and wear on household items. 


Parent Relief: 


For purposes of this document, parental relief includes those 
costs associated with babysitting or child care during evenings 
out, and/or vacations. Other forms of parental relief are 
covered in another policy document - Report fram the Support 
Services Sub-Committee. What is the appropriate frequency of 
such outings, and the average cost per outing (a function of 
babysitting/child care)? Given individual families and foster 
children, it may or may not be possible to build such costs 
within the rate. If the family's level of living prior to 
fostering sets their expectations with respect to evenings out 
and holidays and there are substantial variations in these 
expectations, it may be impossible to define an equitable 
rate. In this situation it may be necessary to treat this as 
an expensible item (subject to a specified policy guideline). 
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Impact of Variables 


The review of fourteen cost elements in the light of available 
data suggested that only age and geographic location variables 
should be considered in defining regular foster care rates. 
While sex does influence both food and clothing costs for 
teenagers these effects tend to cancel each other out. The 
other variables identified by the sub-—cammittee could not be 
empirically related to the costs of raising children given 
avallable data. 
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CONCLUSIONS AND RECOMMENDATIONS 
Overview 


Given the review of individual cost elements, conclusions 
emerged about those cost components which should be recognized 
in foster care compensation and how each might best be 
compensated for (that is - the definition of age ranges to be 
employed in rate structures, what is to be included within the 
basic rate structures, what is to be included within the basic 
rate, and what is to be treated as a reimbursable item, and 
expenses. ) 


As noted above only the age and geographic location variables 
appear to have a consistent and measurable effect on costs. 


Three age categories were recommended as a basis for foster 
care rates within the province: 0-6, 7-12, and 13+. These 
three categories appear to capture the most significant 
differences in food, clothing, and spending allowance costs, 
those elements which vary most significantly with age. It is 
recognized that no particular age grouping will satisfy 
everyone but there is a need to be arbitrary to maintain 
simplicity in the systen. As well, these categories are fairly 
consistent with current practice in the province. 


In defining rates it was recommended that higher northern costs 
be recognized where they can be documented (as for food and 
clothing). 


The original fourteen cost elements Were reduced to seven basic 
categories of expenditure which can be accounted for in 
defining foster care compensation given available data, as 
indicated in Exhibit 2. These are: 1) food, 2) clothing, 3) 
personal care, 4) shelter/household operation, 5) spending 
allowance, 6) transporation, 7) other fees and expenses. 


Note that Insurance and Religion are not included among or 
within the seven cost components for the reasons indicated 
above. Each remaining cost camponent is reviewed below. 


Food 


For food it is recommended that the Visiting Homemakers 
Association's "Average Costs For Food At Home" be used to set 
the basic rate for the three age groups. These costs, which 
reflect a second quintile living standard and _ Toronto 
conditions, can be factored up to represent average income 
(third quintile) living levels. Base rates can be expected to 
adequately compensate for all food costs save for formula and 
baby food which should be "expensed". 


Regional differences in food costs can be taken into account in 
base rates by employing factors which are published monthly by 
the Ontario Food Monitoring Program. 
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In general, the Food Monitoring Program suggests that food 
costs in Southern Ontario are similar to those in Toronto, 
while food costs in northwestern and northeastern Ontario are 
five to fifteen percent higher. Given the variations that are 
evident in the Food Monitoring Program, it was suggested that a 
flat ten percent factor be employed in estimating food costs in 
northern Ontario. 


Food costs can be updated annually using either the Visiting 
Homemakers Association's figures or Statistic Canada's Consumer 
Price Index for food. The advantage with the Visiting 
Homemakers Association's figures is that they are sensitive to 
the differing rates of price escalation which apply to foods 
consumed by different age groups. This is particularly 
important for infants. 


Clothing 


The Social Planning Council of Metropolitan Toronto's "Guides", 
Which are based on expert opinion and relate to natural 
children, can be employed to define a basic wardrobe in order 
to set the "first costs" for clothing for specific age/sex 
groups, and to suggest appropriate maintenance levels. 


However, foster children and their circumstances vary greatly 
and there iS Some suggestion that average clothing costs for 
foster children are higher than the costs indicated in "the 
Guides". For example, whereas the Ontario Probation and 
Aftercare system spent (early 1980) up to $300 plus $20 per 
month on its teenage foster children for clothing ($540 per 
annum) the "Guides" for the same period suggested that only 
$350 per annum was required to clothe a female of age 15-18. 
Substantially less is required (according to the source) to 
clothe a male of the same age. The adjustment of these data to 
reflect an "average income" level of living, rather than a 
"below average" (second quintile) living level, would not 
increase the "Guides" figures by more than 10%. 


Given the above, and the variation in clothing costs for 
different children because of personal attributes (such as 
rapid physical development and change) or circumstance (length 
of placement), the development of an equitable compensation 
system requires that most clothing costs be "expensed" (foster 
parents make purchases given agency guidelines and submit 
expense claims to the agencies). 


It was felt that it would be advisable to include a small 
proportion of expected clothing costs in the base rate so as to 
assure that foster parents are campensated for small clothing 
expenditures (e.g. for girls stockings, or boys socks) which 
they might not otherwise claim. This "base rate" could be kept 
in line with costs using the Consumer Price Index for Clothing 
(Girls and Boys). 
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The "guides" clothing costs, appropriately inflated to account 
for the higher average clothing costs associated with foster 
children and the higher clothing costs in Northern Ontariol ; 
provide a basis for estimating total clothing costs by age. 
While such estimates are suitable for our purposes they are 
approximate and should be refined later. 


Personal Care 


Of the original "personal hygiene" category, those items which 
are not normally associated with individuals or purchased with 
food should be included under "household operation" (e.g. 
shampoo, soap, tissues). For the remaining costs, the "Guides" 
define a stock of personal care items and services which can be 
used in setting foster care rates. 


As mentioned above, disposable diapers are a separate camponent 
of "personal care" for infants which must be "expensed" because 
the costs vary greatly for children of the same age. 


Shelter /Household Operation 


As indicated above, shelter and household operation can be 
conveniently considered as one category. Incremental household 
operations costs which cover communications, cleaning supplies, 
paper supplies, and medicine chest items can be estimated. 


The "opportunity cost" approach considering average housing 
costs presented above was adopted, and it will be possible to 
incorporate into foster care rates a "shelter cost allowance" 
which would reflect housing standards and costs in local 
areas. Assuming that the average bedroom occupied by a foster 
child accounts for ten percent of the total space of the 
average house, that the average house is approximately twelve 
hundred square feet, and that the monthly value of this space 
is one percent of the average house value (say $60,000), this 
approach would imply a shelter allowance of sixty dollars per 
month. 


While shelter costs are not true out-of-pocket costs, they are 
widely recognized in present base rates. The "opportunity 
cost" approach offers a consistent and equitable approach to 
this aspect of compensation and is meant to cover those 
household operation and maintenance costs not otherwise 
recognized (furniture, bedding and wear-and-tear, associated 
with foster children as opposed to deliberate damage). 


1 Limited informated collected in 1975 by the Ontario Ministry 
of Community and Commercial Relations suggests that northern 
clothing costs are approximately 10% higher than Toronto. 
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Spending Allowance 


"Spending allowance" is a separate category of expenditure 
Which is now recognized by foster care agencies in the 
province. Two possible approaches were considered in relation 
to spending allowances: 1) establish (empirically) an average 
level of spending allowance by age group in the province or 2) 
recognize the levels of spending allowance which apply for 
other children in foster homes. It was accepted that foster 
children should enjoy the same "level of living" as other 
children in foster homes and it then followed that the latter 
approach to spending allowance compensation should be adopted. 
Given this approach, it was necessary to estimte average 
Spending allowances in the province by age for budgetory 
purposes, based on a survey of current practices. 


Transportation 


"Transportation" expenditures are associated with health care, 
education, recreation and natural family relationship, and 
foster parent development. However, a number of these 
individual expenditures are quite small and are normally not 
reimbursed given existing compensation procedures. Pier stich 
expenditures are to be recognized, either a mileage allowance 
should be built into the foster care rate (based on estimates 
of the average amount of travel for all purposes by location 
type) or alternatively, all such expenditures should be 
expensed. 


Given the time and trouble associated with submitting expense 
claim forms for small amounts, it would appear more equitable 
to incorporate a basic mileage allowance into the base foster 
care rate, and establish specific circumstances where foster 
parents can ask to be reimbursed for extraordinary mileage 
(such as in situations where health problems or particular 
activities of the foster child require the foster parent to 
transport the child over extended distances and/or an extended 
period of time). 


Other Fees and Expenses 


The seventh expenditure category relates to other fees and 
expenses including those residual costs and fees associated 
with sports, gifts, personal belongings, travel, holidays, 
natural family relationships, parental relief, medical care and 
education expenses. 


At the present time most agencies treat major medical and 
recreation expenditures as cost items, and given a great 
variation between individuals it was recommended that this 
practice be continued. While unusual or unanticipated 
expenditures are best expensed, it would appear to be feasible 
to establish a separate component of the basic rate which would 
recognize usual expenditures associated with recreation and 
education based on the "Guides". Extraordinary recreation and 
education expenditures (such as driver training and grade 13 
texts) must be treated as reimbursable items. 
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STUDY APPROACH 


! long List of Cost Elements + Variables : 
(Defined by sub-canmittee) 
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COST ELEMENTS TO COST(ABLE) COMPONENTS 


Food ae 


Personal Hygiene 


Clothing — @ \ 


Health Food (Base Rate) varies with age/ 
location. (Expense Formula and Baby 
Food costs). 

Religion oe | Ne Clothing (Base Rate + Expense) Base 
Rate varies with age/location. 

Use of Money & Personal Care (Base Rate) varies with 


\ age (Expense Diapers). 


Personal Belongings @ a @ Shelter/Household Operation (Base 


: Rate) Shelter allowance varies with 
Ny average house value. 
Recreation Spending _ Allowance (Expense) 


ot ee : 


Education e——__—. oe Transportation (Base Rate + Expense). 


Travel/Holidays 2» @ Other Fees and Expenses (Base Rete) + 
/ wo Expense). 


Natural Family 
Relationships e 
} 
ee 
; i 
/ / 
Insurance e / d 
/ # 
Shelter é / 
‘ 


Parental Relief é 


é ao 


gS, cit tw enter feteh 203) pee 
est Drie + SS Ss varie anol ¢s00L 
| | »( ataoo. boot 
oe 
as (saneqad + etait bed) aval 
en ran itty sali ote 


ithe zolev r (odest ward) e180 fae di 
«fer aqgant Shea) aaa. 


t i ; 1 
eset) heidsisqO  “bLorisaioh sottene : amftisniolstt fenongsl a 


1 eye 


itse eefusy : Shrew ifs “ead are reper 
I LBY SHG ana yetie 


: ie 

, 6 ~~ ] 

; | ; v0 oo 

Seregei) , sommwoltA =. park ‘agg? 
Shas fal doyen 


(agen ecetl). eet aROGKS bak 396% sent «— 
q Sarteqx | 


Bo. 


WHEN RATES SHOULD BE APPLIED 


There is considerable variation within the province as to when a 
foster parent begins receiving compensation for a child and when 
payment ceases. The sub-—cammittee reviewed these discrepancies and 
recommended the following: 


ls Full compensation should include the day a child enters the 
foster home and the day the child leaves. 


ae Rates should continue when the child is absent from the 
home on planned visits, vacations, including agency 
sponsored outings for a minimum of seven (7) days. 


Oe Rates should normally continue for seven (7) days while 
a child is in hospital for treatment. Rates may continue 
beyond seven (7) days if the agency decides the foster 
parents have a continued interest in the child. 


4. Rates should continue for a minimum of seven (7) days when 
a child has eloped. Rates may continue beyond seven (7) 
days if the agency decides the foster parents have a 
continued interest in the child. © 


DS. Rates should continue during absences when the child is 
engaged in a planned transfer process, in a voluntary 
return to a facility, or a group home, or’ on a 
court-extended leave for a minimum of seven (7) days. 
Rates may continue beyond seven (7) days if the agency 
decides the foster parents have a continued interest in the 
child. 


THE ADMINISTRATION OF THE OOMPENSATION SCHEME 


Another aspect of rates payment is how the whole process of 
compensation is handled from an accounting point of view. The 
sub-committee recognized that, perhaps equally as irritating as 
campensation levels themselves for foster parents was the effect of 
payment delays, late cheques, Slow authorizations, etc. 
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To overcome this aspect of the rates system, the sub—-cammittee made 
the following recommendations: 


AS a general comment, the sub-committee felt that service providers 
Should recognize the financial value of goodwill and subsequent 
retention of foster parents as opposed to financial control. Put 
another way, the sub-committee emphasized that an accounting system 
services its foster parents and financial control should not 
inconvenience its users. 


Financial control in foster care compensation has_ typically 
emphasized the need for pre-approval of foster parent claims by an 
agency worker, and reimbursement after the expenditure has occured. 
This affects foster parents in three principal areas - daily per diem 
claims, pre-authorization of major purchases, and routine expensible 
claims submitted to the agencies by the foster parents themselves. 


It was strongly felt that the risk of foster parents abusing the 
claim process waS minimal compared to the goodwill generated by 
allowing maximum discretion on the part of foster parents to 
determine specific needs for children in their care. Also, in line 
with the philosophy of not creating out-of-pocket expenses, the claim 
system should not create "cash flow" problems for foster parents that 
result in their having to use their personal savings or paying 
interest on credit accounts. 


With this in mind, the following procedures were suggested: 


als Foster parents be paid in advance when a child cames into 
care; i.e., they should not be expected to wait until the 
end of the first two weeks, or month, before being mailed 
their cheques for per diem rates. Agencies should 
recognize the potential for extraordinary start up costs 
and make allowance for that eventuality when required. 


Ze Foster parents be allowed to use personal credit cards for 
major purchases and the credit card receipt be proof of 
payment for reimbursement. Personal credit cards ensure 
maximum flexibility as to where, purchases are made and 
guarantee the anonymity of the child. 


ra Cheques for per diem (base) rates be mailed bi-weekly and 
payments for expensible (claimable) items be staggered with 
these payments to ensure a steady flow of funds. 
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Agencies structure maximum levels for expenditures for 
individual items as guidelines for foster parents and 
Within these guidelines not concern themselves with 
pre-authorization. It is strongly recommended that the 
agencies be prepared to pay for the odd inappropriate 
expenditure by an indiscreet foster parent rather than 
compromise the goodwill of all of its foster parents by 
insisting on pre-authorization. 


Lastly, base (per diem) rates cover all of those expenses 
that are recognized as being sufficiently regular to be 
allocated as a flat rate, and a small amount of money for 
incidental expenses that are difficult to record and 
claim. These are presented above and include such things 
as personal hygiene expenditures, small clothing items, and 
incidental travel. 
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